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Heathrow Express Operating Company Limited

Directors’ report

The Directors present their Annual report and the Audited financial statements for Heathrow Express Operating
Company Limited (the ‘Company’) for the year ended 31 December 2012

Principal activities

The Company operates the ral service between Heathrow arport and Paddington, London The Company’s parent,
Heathrow Awrport Limited ('Heathrow'), 1s entitied to all receipts and income refating to the Company but the day-to-day
operation of Heathrow Express and Heathrow Connect 15 undertaken by the Company on behalf of Heathrow For providing
these services, Heathrow pays the Company a management fee and reimburses all of its operating costs

Results and dividends
The profit after taxation for the financial year amounted to £4 6 milhion (2011 £4 4 mifhon) No dwvidends were proposed
or paid dunng the year (2011 E£nil} The statutory results for the year are set out on page 8

Review of business and future developments
Key events occurnng dunng the year and developments since the beginming of 2013 are detailed below

During the year the Heathrow Express service carned a total of 556 millon passengers and Meathrow Connect
passenger carned 0 49 milion passengers The combined passenger number for both services decreased by 2 9% from
6 22 milion in 2011 to 6 04 millhion 1In 2012 due to an increase In the transfer rate at Heathrow and weaker business
travel numbers dunng the Olympic summer penod Total Heathrow passenger growth was 0 9%, however the through
ticket transfer rate (te passengers who have purchased a 'through-ticket’ with the airline, therefore never leaving the
airport) increased 4 9% to 27 4% (2011 26 1%), although this measure does not take into account passengers who
transfer through the airport without buying a through ticket and are estimated to represent between 7% and 9% of total
passengers This increase in ransfer rale decreased the avallable markel, however market share for Heathrow Express
remained constant for the year at 11 1% (2011 11 1%) The operational and customer service performance of the rail
semvice during the Olympics / Paralympics pencd was excellent

Heathrow Express operatonal performance dropped shghtly with the Heathrow Express Public Performance Measure
(‘PPM’) 84 1% (2011 95 3%) and punctualty 90 8% (2011 91 9%) The PPM for Heathrow Connect was 92 8% (2011
94 8%) A key dnver was Network Raill infrastructure fallures, December 2012 in particular, expenenced heavy
disruptions to the services The Heathrow Express Qualty Service Measure ('"QSM’) score (Friendliness, Appearance,
Availability) increased to 4 25 out of 50 (most recent data Q3 2012) (2011 4 11) reflecting the positive effect of the
Company’s investment in both staff and the fleet

Developments in modernising the fleet continued duning 2012, with 7 out of 14 frains completed by the end of the year
This contnbuted to positive customer feedback refiected on QSM increased score

In 2013, the Company will continue to focus on delivering a safe and exemplary service to its customers A complete
refresh of the brand will be completed with all customer-facing staff receiving new uniforms, new signage across the
estate and the remaining seven trains refurbished

Directors
The Directors who served dunng the year, except as noted, are as follows

Keith Greenfield

Benjamin Harding

John Holland-Kaye Resigned 8 October 2012
Fidel Lopez Appointed 8 October 2012
Robert Smallwood

Employment policies
The Company's employment policies are designed to balance the needs of the business, the customer and the employee and
to enable it to attract, recruit and retain high performing indwaduals from the diverse communities that it provides services to

The Company remains committed to encouraging diversity and farr and consistent practices in all stages of the employee life
cycle, from recrutment onwards The Company's Diversity policy takes account of relevant legislation and full consideration
and support 1s given to employees who become disabled or require flexable working arrangements i order to remain
employed

Opportunibes for development and progresston are avalable to all and learming and development activities receive a high
prionty to continuously improve the performance of individuats and teams and to retain talented indmwduals

The Company places great emphasis and allocates substantal resources to ensure that the views of employees are sought
and employees are engaged in delivering aganst business ohjeclives




Heathrow Express Operating Company Limited

Directors’ report continued

Employment policies continued

Collective consultation takes place with two rail unions, ASLEF (Association of Locomotive Engineers and Firemen) and the
RMT (Rail, Mantime and Transport workers union), for a large proportion of the Company’s employees In addion reguiar
formal and informal consultation processes exst for consulting with all employees directly, including working parties, training
days for operational employees, employee surveys and line manager briefings

A number of mternal communications tools exist, such as daily newsletters, a company intranet/extranet site and employee
brefing processes, the ams of which are to ensure employees have both the knowledge to effectively carry out their day-to-
day actwities but also to further understand the importance of ther actions in achieving financa!l and service performance
targets

Reward and recognibon practices also seek to align indmwdual performance to Company cbjectives and financial targets for
employees, managers and senior managers Bonuses paid to employees and managers are linked to performance against
financial targets

Supphier payment policy

The Company comples with the UK government's Better Payment Practice Code which states that responsible
compantes should

= agree payment terms at the outset of a transaction and adhere to them,

» provide supphers with clear guidance on payment procedures,

= pay bills in accordance with any contract agreed or as required by law, and

* adwise supphers without delay when invoices are contested and settle disputes quickly

The Company had 5 days purchases outstanding at 31 December 2012 {2011 5§ days) based on the average daily
amount invoiced by suppliers dunng the year

Risk management

Risk management 15 a key element of the Heathrow Airport Holdings Limited (formerly BAA Limied) group’'s (the
‘Heathrow Airport Holdings Group’) corporate operations Risk 1s centrally managed for the Heathrow Arrport Holdings
Group as part of the corporate services provided under the Shared Services Agreement ('SSA') (refer to the Accounting
polictes) In addrion, the Company has a fully dedicated semor team which implements and manages nsk closely The
Executive Commttee, Board and Audit Committee ('AC’) referred to below relate to the Executive Committee, Board and
AC of Heathrow Arrport Holdings Limited

Heathrow Awport Holdings Group has updated s approach to nsk management and i1ssued a new nsk management
policy The Heathrow Airport Holdings Group's nsk management process is used to facilitate the identification, evaluation
and effectve management of the threats to the achievement of the Heathrow Arrport Holdings Group’s purpose, vision,
objectives, goals and strategies The vision of nsk management 1s to embed the awareness of nsk at all levels of the
organisation, in such a way that day-to-day activities are managed effectively and all significant business decisions are
nsk-informed

The nsk management process 1s evidenced In nisk registers which are used as the basis for regular review of nsks and
their management, up to Executive Commitiee level The risk registers are also used to make informed decisions relating
o the procurement of insurance cover The nsk management process also supports clear accountabilties, processes
and reporling formats that deliver efficient and effective management assurance to the Board to ensure statutory
compliance whilst supporting business units to successfully manage their cperations

The operation of the nsk management process and the indwvidual nsk registers are subject to penodic review by the
Heathrow Arrport Holdings Group's infernal Audit function, whose prnmary responsibility 1s to provide independent
assurance to the Board that the controls put in place by management to mihigate nsks are working effectively

Assurance 15 provided through reports to the AC, the management reporting processes and a specialist compliance audit
function which reports directly to the Sustainabiity and Operational Risk Committee

The pnncipal corporate and reputational nsks as identified by the Executive Committee are

Safety nisks
Health and safety 1s a core value of the business and the Company actively promotes the role of safety leadership
creating a safety culture that 1s intolerant of accidents and incidents

The Company's Safety Management System includes nsk assessment processes for all activiies entailing significant sk
and proportionate control measures employed to safeguard everyone impacted by the Company’'s business The
Company also operates robusi asset management processes to ensure property and equipment remamns safe
Governance, led by the senior management teams and assurance processes are used to ensure the aforementioned
remain effective and to encourage continuous improvement




Heathrow Express Operating Company Limited

Directors’ report continued

Risk Management continued

Secunty nsks

Secunty nsks are regarded as cntical nsks to manage throughout the Heathrow Airport Holdings Group The Company
mitigates these nsks by adopting and enforcing ngorous policies and procedures supported by professional training and
by investment in leading-edge secunty technology The Heathrow Awrport Holdings Group works closely with government
agencies including the police and the UK Border Force buillding a framework to establish joint accountabihties for secunty
and shared ownership of nsk, thus ensurng secunty measures remain both flexible and proportionate to the prevailing
threat environment

The Company has a secunty plan for stations and trains which adhere to regulations laid down by the Government
Department of Transport

Environmental nisks

Environmental nsk 1s managed throughout the Heathrow Airport Holdings Group as it has the potenhal to impact
negatively upon the Company's reputation and jeopardise its licence to operate and to grow The Company controls and
mitigates these nsks at a number of levels Proactive environmental management systems and employee traning
programmes are embedded within operations through clear environmental strategies and resource conservation
imtiatives  Progressive influencing of third parties, stakeholder engagement and community relations programmes are
also estabhshed The Company works closely with a range of stakeholders to ensure that 1t reacts effectively to the
challenges posed by the environmental agenda

Commercial and financial nsks

Industnal relations

The nsk of industnal action by key staff that affects cnlical senvices, curtails operations and has an adverse financial and
reputational impact on the Company 1s recognised The Company has a range of formal national and local consultative
bodies to discuss pay, employment conditions and business 1ssues with the Trade Unions The Heathrow Express pay
agreement reached in late 2011 established the pay structure for 2011 and 2012 The next pay negotiations are planned
for 2013

Treasury

The Company's financial nsk management objectives are aligned with Heathrow Airport Holdings Limited, and also wath
Heathrow (SP) Limited {formerly BAA (SP) Lirmited), which 1s the parent undertaking of the smallest group to consclidate
these financial statements and the level at which financial nsks for the Company are managed The treasury policies of
the Heathrow (SP) Limited group (the 'SP Group') are set out below

The Board of the Heathrow Arport Holdings Group approves prudent treasury policies and delegates certain
responsibilities to senior management who directly control day-to-day ireasury operations on a centralised basis

The treasury function 1s not permitted to speculate in financial instruments its purpose 1s to identify, mitigate and hedge
treasury-related financial nsks inherent 1n the Heathrow Airport Holdings Group's business operattons and funding Te
achieve this, the Heathrow Airport Holdings Group enters into interest rate swaps, index-inked swaps, Cross-currency
swaps and foreign exchange contracts to protect against interest rate and currency nsks

The primary treasury related financial nsks faced by the SP Group are

(a) interest rates
The SP Group mamntains a mix of fixed and floating rate debt As at 31 December 2012, fixed rate debt after hedging
with denvatives represented 80% of the SP Group’s total external nominal debt

(b} Inflation
The SP Group mitigates the nisk of mismatch between s awrports’ aeronautical iIncome and regulatory asset bases,
which are directly inked to changes in the retall pnces index, and nominal debt and interest payments by the use of
inflation linked mstruments

(c) Foretgn currency
The SP Group uses cross-currency swaps to hedge all interest and pnncipal payments on its foreign currency debt
The SP Group uses foreign exchange contracts to hedge matenal capital expenditure n foreign currencies once a
project is certain to proceed
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Directors’ report continued
Risk Management continued

Commercial and financial nsks continued

Treasury continued

(d) Funding and hquidhty
The SP Group has established an mvestment grade financing platform for its airports This platform supporis bank
term debt, bank revolving credit facilittes including a revolving credit facility, bank hquidity facilities, and sterhng and
foreign currency capital markets issuance All debt is secured and can be 1ssued in ether senior (A-/A-) or junior
{BBB/BBB) format Covenants are standardised wherever possible and are monitored on an on-going basis with
formal testing reported to the AC, the Board and the Executive Commuttee

Although there can be no certanty that financing markets will remain open for 1ssuance at all times, debt matunties
are spread over a range of dates, thereby ensuring that the SP Group 1s not exposed to excessive refinancing nisk in
any one year

The SP Group has positive cash flows before capital expenditure and maintains at least 12 months' headroom under
the revolving credt faciity As at 31 December 2012, cash and current asset investments were £38 1 million,
undrawn headroom under revolving facilities was £1,693 0 milhon and undrawn headroom under hquidity faciliies
was £750 0 million

{e) Counterparty credit
The SP Group's exposure to credit related losses, In the event of non-performance by counterparties to financial
instruments, 1s mitigated by imiting exposure to any one party or instrument

The SP Group mamtains a prudent split of cash and current asset investiments across a range of market
counterparties in order to mitigate counterparty credit nsk Board approved investment policies and relevant debt
facility agreements provide counterparty investment hrmits, based on shor- and long-term credit ratings Investment
activity 1s reviewed on a regular basis and no cash or current asset investments are placed with counterparties with
short-term credit ratings lower than A-2/F1 The SP Group monitors the credit rating of dervative counterparties on a
dailly basis and ensures no positions are entered mto with counterparttes with a iong credit rating below BBB+
{S&PYA (Fitch)

Directors’ indemnity

The Company's Articles of Association provide that, subject to the prowisions of the Companies Act 2006, but without
prejudice to any protection from liability which might otherwise apply, every director of the Company shall be indemmnified
out of the assets of the Company against any loss or hability incurred by him in defending any proceedings in which
judgment 1s given in his favour, or m which he I1s acquitted or in connection with any application in which relef ts granted
to him by the court for any negligence, default, breach of duty or breach of trust by him in relation to the Company or
otherwise n connection with hus duties or powers or office

Auditor

Pursuant to the provisions of section 485 of the Companies Act 2006, a resclution relating to the reappomtment of the
auditor Deloitte LLP wili be proposed within the penod set out In section 485 or, Deloitte LLP will be deemed re-
appomnted where no such resofution 1s proposed, following the penod set out in section 485 in accordance with section
487
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Directors’ report continued

Statement of disclosure of information to the Auditor

Each of the persons who 15 @ Director at the date of approval of this annual report confirms that

» so far as the Director 1s aware, there 1s no relevant audit information of which the Company’s auditor 1s unaware, and

* the Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any
relevant audit information and to establish that the Company's auditor 1s aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of section 418 of the Companies Act
20086

On behalf of the Board

A

Keith Greenfield
Director

18 Apnl 2013

Company registration number 03145133




Heathrow Express Operating Company Limited

Directors’ responsibilities statement

The Directors are responsible for prepanng the Annual report and the financial statements in accordance with applicable
law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) Under company law the Directors must not
approve the financial statements unless they are satisfied that they give a frue and fair view of the state of affairs of the
Company and of the profit or loss of the Company for that penod

in preparnng these financial statements, the Directors are required to

= select suitable accounting policies and then apply them consistently,

= make judgements and accounting estmates that are reasonable and prudent,

= state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explamed in the financial statements, and

= prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the Company
will continue In business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explamn the
Company's transactions and disclose with reasonable accuracy at any time the financialt positron of the Company and
enabte them to ensure that the financial statements comply with the Companies Act 20068 They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud
and other wregulanties

The Directors are responstble for the maintenance and integnty of the corporate and financial information included on the

Company's website Legislation in the United Kingdom governing the preparation and dissemination of financial
statements rmay differ from legislation in other junsdictions

On behalf of the Board

Keith Greenfield
Drrector

18 Apnl 2013




Heathrow Express Operating Company Limited

Independent auditor's report to the members of Heathrow Operating Company Limited

We have audited the financial statements of Heathrow Express Operating Company Limited for the year ended
31 December 2012 which comprise the Profit and loss account, the Reconciliation of movements in shareholder's funds,
the Balance sheet, the Accounting policies and the related notes 1 to 13 The financial reporting framework that has been
applied in therr preparation 1s applicable law and Umted Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

This report is made solely to the Company’s members, as a body, in accordance wath Chapter 3 of Parnt 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’'s members those
matters we are required to state to them in an auditor's report and for no other purpose To the fullest extent permitted by
law, we do not accept or assume responssbility to anyone other than the Company and the Company's members as a
body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors' responsibiliies stalement, the Directors are responsible for the preparation of
the financial statements and for being satsfied that they give a true and fair view Our responsibility 15 to audit and
express an opinion on the financial statements in accordance with applicable law and International Standards on Auditing
(UK and Ireland) Those standards require us to comply with the Audiing Practices Board's Ethical Standards for
Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropriate to the Company's circumstances
and have been consisiently apphed and adequately disclosed, the reasonableness of significant accounting estimates
made by the Directors, and the overall presentation of the financial statements In addition, we read ali the financial and
non-financial information in the annual report to entify matenal inconsistencies with the audited financial statements If
we become aware of any apparent matenal misstatement or inconsistencies we consider the implications for our report

Opimion on financial statements

In our opinion the financial statements

= give a true and farr view of the state of the Company's affairs as at 31 December 2012 and of its profit for the year
then ended,
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

= have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinion the information given i the Directors’ report for the financial year for which the financial statements are
prepared I1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2006 requires us to report to you

if, In our opinion

* adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

» the financial statements are not in agreement with the accounting records and returns, or

= certain disclosures of directors’ remuneration specified by law are not made, or

» we have not received all the information and explanations we require for our audit

Jacqueline Holden, FCA (Senior Statutory Auditor)
for and on behalf of Deloite LLP

Chartered Accountants and Statutory Auditor
London, UK

18 Apnil 2013



Heathrow Express Operating Company Limited

Profit and loss account for the year ended 31 December 2012

Year ended Year ended

31 December 2012 31 December 2011

Note £'000 £'000

Turnover 64,900 63,827
Operating costs - ordinary 1 (59,018) (58,024)
Operating (costs)/gains — exceptional pensions 2 {290) 109
Total operating costs (59,308) (57,915)
Operating profit 5,592 5912
Net interest receivable and similar income 3 219 196
Profit on ordinary activities before taxation 5,811 6,108
Tax charge on profit on ordinary aclivities 4 (1,252) (1.673)
Profit on ordinary activities after taxation 71 4,559 4,435

All profits and losses recogrised dunng the current and pnor year are from continuing operations

There are no recognised gamns or losses for the current or pnor year other than those stated in the Profit and loss

account and accordingly no Statement of total recognised gains and losses 1s presented




Heathrow Express Operating Company Limited

Reconciliation of movements in shareholder's funds for the year ended 31 December 2012

Year ended Year ended

31 December 2012 31 December 20111

Note £'000 £'000¢

Profit for the financial year 11 4,559 4,435
Net movement in shareholder's funds 4,558 4,435
Opening shareholder’s funds 17,123 12,688
Closing shareholder's funds 21,682 17,123

There 1s no matenal difference between the histoncal cost profits and losses and the Profit and loss account

10




Heathrow Express Operating Company Limited

Balance sheet as at 31 December 2012

31 December 2012 31 December 2011

Note £'000 £'000
Fixed assets
Tangible fixed assets 5 83 77
Total fixed assets 83 77
Current assets
Debtors 6 26,382 21,820
Cash at bank and n hand 7 946 2,373
Total current assets 27,328 24,193
Current liabihities
Creditors amounts falling due within one year 8 {5,479) (7,081)
Net current assets 21,849 17,112
Total assets less current habilities 21,932 17,188
Provisions for habilities and charges 9 (250) (66)
Net assets 21,682 17,123
Capital and reserves
Called up share capital 10 - -
Profit and loss reserve 11 21,682 17,123
Total shareholder's funds 21,682 17,123

The financial statements of Heathrow Express Operating Company Limited (Company registration number 03145133)
were approved by the Board of Directors and authonsed for issue on 18 Apnl 2013 They were signed on its behalf by

A
Keith Greenfield dé@z
Director Director

1"




Heathrow Express Operating Company Limited

Accounting policies for the year ended 31 December 2012

The principal accounting policies applied in the preparation of the financial statements of Heathrow Express Operating
Company Limited (the ‘Company’) are set out below These policies have been apphed consistently to all the years
presented, unless otherwise stated

Basis of preparation

These financial statements have been prepared under the histoncal cost convention in accordance with the Companies Act
2006 and applicable United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice
(UK GAAPY)

Going concern

The Directors have prepared the financial statements on a going concern basis which requires the Directors 1o have a
reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeable
future The Company forms part of the Heathrow (SP) Limited (formerly BAA (SP} Limited ) group (the ‘'SP Group’) which is
the smallest group to consoldate these financal statements and the level at which financial nsks are managed for the
Company

Consequently the Directors have reviewed the cash flow projections of the SP Group taking into account

= the forecast turnover and operating cash flows from the underlying operations,

= the forecast level of capital expenditure, and

= the overall SP Group hquidity position, ncluding the remaining committed and uncommitted facihties available to it, #s
scheduled debt maturities, and its forecast financial ratios and abilty to access the debt markets

As a result of the review and having made appropnate engquines of management, the Directors have a reasonable
expeciation that sufficient funds will be available to meet the Company’s funding requirement for the next twelve months
from the balance sheet signing date

Turnover
Turnover represents amounts recewvable for goods and services prowided in the normal course of business, net of discounts,
VAT and other sales-related taxes

All revenue was received from Heathrow Airport Limited and represents the costs mcurred providing the rail service on behalf
of Heathrow Airport Limited plus a 10% management fee, net of VAT

All fare and commeraial revenue 1s collected on behalf of Heathrow Airport Limited by the Company and transferred directly to
Heathrow Airport Limited

Exceptional items

The Company separately presents certain items as exceptional on the face of the profit and loss account Excephonal items
are matenal lems of income or expense that, because of ther size or incidence, ment separate presentation to allow an
understanding of the Company’s financtal performance

Provisions to recognise the Company's hability to fund the LHR Awrports Limited (formery BAA Arrports Limited) defined
benefit pension scheme defict or surplus and Unfunded Retirement Benefit Scheme and Post-Retirement Medical Benefits
pension related habiities under the Shared Services Agreement are also treated as exceptional Refer to the Shared Services
Agreement accounting policy

Interest
Interest payable and interest receivable are recognised in the profit and loss account in the penod in which they are incurred

Tangible fixed assets
Rolling stock and all major assets used by the service are owned by Heathrow Airport Limited and depreciated by it

Assets owned by the Company are stated at cost less accumulated depreciation

Depreciation 1s provided on these operational assets, mainly office and computer equipment, to wnte off the cost of the assets
less estimated residual value by equal instalments over their expected useful hives as follows

Fixed asset Iives
Office equiprnent 5-10 years
Computer equipment 4 - Syears
Computer software 3-T7years

12




Heathrow Express Operating Company Limited

Accounting policies for the year ended 31 December 2012 continued

Impaiment of assets

The Company assesses, at each reporting date, whether there i1s an indication that an asset may be impared If any
such indication exists, or when annual impairment testing for an asset s required, the Company estimates the asset's
recoverable amount Where the asset does not generate cash flows independent of other assets, the recoverable
amount of the mcome-generating umit to which the asset belongs 1s estmated Recoverable amount 1s the higher of an
asset's net realisable value and its value m use I[n assessing value in use, the estmated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the nsks specific to the asset Where the carrying amount of an asset exceeds its recoverable amount, the
asset 15 considered impaired and 1s written down to its recoverable amount

An assessment 15 made at each reporting date as fo whether there 1s any mdication that previously recocgmsed
umpairment losses may nc longer exist or may have decreased If such indication exists, the recoverable amount Is
estimated A previously recogrused imparment loss 1s reversed only if there has been a significant change in the
circumstances underlying the asset's recoverable amount since the last impairment loss was recognised If that i1s the
case the carrying amount of the asset is Increased to its recoverable amount That increased amount cannot exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognised for the
asset n prior years After such a reversal, the depreciation charge 1s adjusted in future penods to allocate the asset's
revised carrying amount less any residual value, on a straight-line basis over its remaining useful life

Leases

The determination of whether an arrangement 1s or contains a lease 1s based on the substance of the arrangernent and
requires an assessment of whether the fulfiilment of the arrangement 1s dependent on the use of a specific asset or assets
and the arrangement conveys a right to use the asset

Company as a lessee
Operating lease payments are recognised as an expense In the Profit and loss account on a straight-line basis over the lease
term

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a habiity The
aggregate benefit of incentives I1s recognised as a reduchon of rental expense on a straight-ine basis, except where another
systematic basis I1s more representative of the time pattem in which economic benefits from the leased asset are consumed

Company as a lessor

Leases where the Company retains substantially all the nsks and benefits of ownership of the asset are classified as
operating leases Rental income from operating leases 1s recognised on a straight-hne basis over the term of the relevant
lease Imitial direct costs incurred N negotiating an operating lease are added to the carrying value of the leased asset and
recognised over the lease term on the same basis as the rental income

Debtors
Debtors are recognised inihially at cost less any provision for impairment

Cash
Cash compnses cash in hand and deposits repayable on demand, less overdrafts payable on demand when a nght to
offset exists

Creditors
Credrtors are recognised at cost

Provisions

Provisions are recognised when the Company has a present obligation {legal or constructive) as a result of a past event,
it 1s probable that an outflow of resources embadying economic benefits will be required to settie the obligation and a
reliable estmate can be made of the amount of the obligation Provisions are measured at the best estmate of the
expenditure required to settle the obhigation at the reporting date and are discounted to present value where the effect 1s
matenal

Amounts owed to group undertakings

Amounts owed to group undertakings are recogrused mnially at farr value, net of transaction costs incurred Any
difference between the amount iitially recognised (net of transaction cosis) and the redemption value i1s recogrised in
the profit and loss account over the penod of the borrowings using the sffective interest rate method

13




Heathrow Express Operating Company Limited

Accounting policies for the year ended 31 December 2012 continued

Pension costs — defined contribution pension scheme

The main pension fund for the Company 1s a defined contnbution group personal pension plan Pension costs are based on a
fixed percentage of salary, up to a maximum of 9 6% for employees, which 1s agreed at the commencement of their contract
and continues to be paid whilst employed by the Company The costs are charged to the profit and loss account on the basis
of costs incurred dunng the year This charge 1s included within ordinary staff pension costs

As detailed under the Shared Services Agreement, certain employees are members of the LHR Awporis Limited defined
benefit pension scheme Full detalls of this scheme are disclosed in the financial statements of LHR Awrports Limited for the
year ended 31 December 2012

Shared Services Agreement (‘SSA’)
On 18 August 2008, the Company entered into a SSA with LHR Airports Limited by which the latter became the shared
senvices provider of corporate services

Corporate and centralised services

LHR Arports Limed also provides centralsed arport support including IT apphcations, general business services,
procurement and financial accounting These services are charged In accordance with the SSA with a mark-up of 7 5%
except for IT applications, or sub-contractor costs, where only full costs are recharged to the Company

Penston costs — defined benefit pension scheme
LHR Awrports Limited sponsors part of the Company's employees under the LHR Aurports Limited defined pension
scheme while the defined contrnbution scheme 1s made available to the remaining employees

The Company has had an obligation since August 2008 to fund or benefit from its share of the LHR Aurports Limited
defined benefit pension scheme deficit or surplus and Unfunded Retirement Benefit Scheme and Post-Retirement
Medical Benefits pension related habilities under the SSA These provisions or assets are based on the relevant share of
the actuanal deficit or surplus and allocated on the basis of pensionable salanes Movements in these provisions or
assets are recorded as exceptional Hems due to therr size and nature

As more than one employer participates in the LHR Atrports Limited defined benefit pension scheme and each employer
15 unable to wdentify its share of the underlying assets and habilites in the scheme on a consistent and reasonable basis,
the Company accounts for the scheme in accordance with the SSA Additionally the Heathrow Airport Holdings Limited
(formerly BAA Limited) group (the ‘Heathrow Awrport Holdings Group’) discloses nformation about the total scheme
surplus or deficit

Current and deferred taxation
The tax expense for the year compnses cument and deferred tax Tax s recogrised in the Profit and loss account, except to
the extent that 1t relates to items recogrised directly in reserves In this case, the tax s also recognised in reserves

Current tax liabilihes are measured at the amount expected to be recovered from or pard to the taxation authonties The tax
rates and tax laws used to compute the amount are those that are enacted or substantively enacted at the balance sheet
date Management penodically evaluates positions taken in tax retums with respect to situations in which applicable tax
regulation 1s subject to interpretation

In accordance with FRS 19, Deferred Tax, deferred 1ax :s prowvided in full on timing differences which result in an obligation at
the balance sheet date to pay more tax, or a nght to pay less tax, at a future date, at rates expected to apply when they
crystalise based on current tax rates and law Timing differences anse from the inclusion of tems of income and expenditure
In {axation computations in penods different from those 1in which they are included in financial statements Deferred tax 1s not
prowided on timing differences ansing from the revaluation of investment properties where there is no commitment to sell the
asset

Deferred tax assets are recognised to the extent that it 1s regarded as more likely than not that they will be recovered
Deferred tax assets and habilites are not discounted

Deferred taxation 1s determined using the tax rates and laws that have been enacled, or substantively enacted, by the
balance sheet date and are expected to apply in the penods in which the tming differences are expected to reverse

Share capital

Ordinary shares are classified as equity and are recorded at the fair value of proceeds received, net of direct 1ssue costs
Where the shares are 1ssued above par value, the proceeds in excess of par value are recorded in the share premium
reserve
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Heathrow Express Operating Company Limited

Accounting policies for the year ended 31 December 2012 continued

Cash flow statement and related party transactions

The ultimate parent entity in the UK is FGP Topco Limited, a company registered in England and Wales The results of
the Company are included 0 the audited consolidated financial statements of FGP Topco Limited for the year ended
31 December 2012 The results are also included in the audited consohdated financial statements of Heathrow (SP)
Limited for the year ended 31 December 2012 (parent entity of the smallest group to consolidate these financial
statements) They are also included in the audited consolidated financial statements of Heathrow Finance plc (formerly
BAA (SH) pic) and Heathrow Airport Holdings Limited for the year ended 31 December 2012 Consequently, the
Company has taken advantage of the exemption from prepanng a cash flow statement under the terms of FRS 1 Cash
Flow Statements (revised 1996}

The Company 1s exempt under the terms of FRS 8 Related Party Disclosures from disclosing refated party transactions with
enhties that are wholly owned subsidianes of FGP Topco Limied
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Heathrow Express Operating Company Limited

Notes to the financial statements for the year ended 31 December 2012

1 Operating costs - ordinary

Year ended Year ended

31 December 2012 31 December 2011

£'000 £'000

Wages and salaries 18,504 17,564
Social secunty 1,982 1,841
Pensions’ 528 491
Other staff related costs 1,576 1,578
Employment costs 22,590 21474
Mamntenance expenditure 16,529 16,474
Utilty costs 1,979 1,792
Renis and rates 1,718 1,442
General expenses” 13,799 14,393
Intra-group charges/other® 2,367 2,397
Depreciation 36 52
59,018 58,024

! Pension includes £487,000 {2011 £438,000) of pension cosis related to the Companys defined contnbuton pension scheme and £51,000
(2011 £53 000) which are recharges from LHR Airparts Limited in relation to the LHR Awports Limited defined benefit pension scheme Refer o the

Accounting policies
2 General expenses mnclude the costs for track access to Network Rail, police, insurance and marketing expenditure
? intra-group charges were for electncty corporate management fee, 1T, car parking and telephones

Rentals under operating leases

Year ended Year ended
31 December 2012 31 December 2014
£000 £'000

Operating costs include
Plant and machinery 234 185
Other operating leases 8,475 8,351

Auditors’ remuneration

Audit fees and non-audit fees for the current and preceding financial years were borne by LHR Awrports bLimited and

recharged in accordance with the SSA as descnbed within the Accounting pohcies

Year ended Year ended
31 December 2012 31 December 2011
£000 £'000
Fees payable to the Company’s auditor for the audit of the
Company's annual accounts
Audit of the Company pursuant to legislation 16 15

Employee information
The average number of employees of the Company dunng the year was 447 (2011 435)
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Heathrow Express Operating Company Limited

Notes to the financial statements for the year ended 31 December 2012 continued

1 Operating costs - ordinary continued

Directors’ remuneration

Year ended Year ended
31 December 2012 31 December 2011
£000 £'000

Directors’ remuneration
Aggregate emoluments’ 268 168
Value of Company pension contributions to pension schemes 20 14
288 182

' For the year ended 31 December 2012 aggregate emoluments include accrued salanes allowances director fees, pension contnbutions bonuses and
amounts payable under Long Term Incentive Plans ('LTIP?)

Kerith Greenfield was paid by, but 1s not a director of, LHR Airports Limited Fidel Lopez was director of a number of
companies within the Heathrow Airrport Holdings Group, including Heathrow Awrport Limited, dunng the year His
remuneration for the year ended 31 December 2012 was apporticned based on services provided to Heathrow Airport
Limited and as such s disclosed within its financia! statements Robert Smallwood and Ben Harding were paid and are
directors of the Company

The directors participate in vanous Long Term Incentive Performance Cash Plans (the 'Plans’) operated by LHR Airports
Limited in respect of the Plans, a cash amount 1s granted which could vest in future periods contingent on achieving or
surpassing EBITDA, Return on equity and other operational targets over a three year penod For the year ended
31 December 2012, the director's remuneration includes £18,000 payable in 2013 (2011 £23,000 paid in 2012} in
respect of the 2010 Plans after certain targets were met over the three year penod from 2010 to 2012 As the financial
performance in respect of the 2011 and 2012 Plans 1s uncertain at this stage, no value in relation to these awards 1s
mcluded above

2 Exceptional items

Year ended Year ended

31 December 2012 31 December 2011

£000 £'000
Pension charge/(credit) 290 {109)

Durng 2012 there was a net exceptional pension charge of £290,000 (2011 £108,000 credity This includes the
Company’s share of the movement in the LHR Airports Limited defined benefit pension scheme, the Unfunded
Retirement Benefit Scheme and Post-Retirement Medical Benefits pension related habilittes

3  Netinterest recervable and similar income

Year ended Year ended

31 December 2012 31 December 2011

£'000 £'000

Interest recevable from group undertaking 217 194
Interest recevable on bank deposits 2 2
Net interest receivable and similar income 219 196
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Heathrow Express Operating Company Limited

Notes to the financial statements for the year ended 31 December 2012 continued

4  Tax on profit on ordinary activities

Year ended Year ended
31 December 2012 31 December 2011
Note £000 £'000
Current tax
Group rehef payable 1,189 1,634
Adjustments in respect of prior penods (176) 428
Total current tax charge 1,013 1,962
Deferred tax
Ongination and reversal of ming differences 227 81
Adjustments in respect of pnor periods (22) (380)
Change In tax rate 34 10
Total deferred tax charge/{credit) 6 239 (289)
Tax charge on profit on ordinary activities 1,252 1,673

Reconciliation of tax charge

The standard rate of current tax for the year, based on the UK standard rate of corporation tax, 1s 24 5% (2011 26 5%)

The actual tax charge for the current and prior years differs from the standard rate for the reasons set out in the following
reconciiation

Year ended Year ended
31 December 2012 31 December 2011

£'000 £000
Profit on ordinary activities hefore tax 5,811 6,108
Tax on profit on ordinary activities at 24 5% (2011 26 5%) 1,424 1,619
Effect of
Permanent differences (13) (4)
Capital allowances for the year in excess of depreciation {9) (10)
Other short-term timing differences (213} (71
Adjustments to tax charge in respect of prior penods (176) 428
Current tax charge for the year 1,013 1,862

It was substantively enacted at the reporting date that the standard rate of corporation tax in the UK will change to 23%

with effect from 1 Aprl 2013 Other than this change there are no items which would matenally affect the future tax
charge

5 Tangible fixed assets

Plant, equipment & other assets

£°000
Cost
1 January 2012 280
Additions at cost 42
Disposals (19)
31 December 2012 303
Depreciation
1 January 2012 (203)
Charge for the year (36}
Disposals 19
31 December 2012 220
Net book value 31 December 2012 83
Net book value 31 December 2011 77
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Heathrow Express Operating Company Limited

Notes to the financial statements for the year ended 31 December 2012 continued

6 Debtors
31 December 2012 31 December 20114
£°000 £'000
Due within one year

Trade debtors 7,912 6,668
Amounts owed by group unclertakmgs1 15,535 11,420
Amounts owed by group undertakings - pensmnsz - 100
Other debtors 2,748 3,206
26,195 21,394

Due after more than one year
Deferred tax asset 187 426
Total debtors 26,382 21,820

' Amounts owed by group undertakings are repayable on demand and accrue interest at Bank of England base rate +15% £11 780 000
(2011 £5,430,000) 15 owed by Heathrow Awrport Limited and prnimanly represents reumbursement of cost plus management fee The remaining amount of
£3 755 000 (2011 £5,990,000) 1s owed by LHR Airports Limited due to VAT repayments and other miscellaneous charges

? Dunng 2012 LHR Arrports Limited defined benefit pension scheme went into a defict posiion {2011 swrplus) and as such 1ts share allocated to the
Comparny sits within Previsions {2011 Debtors - Amounts owed by group undertakings — pensions)

Deferred tax

£000
1 January 2012 426
Charged to profit and loss account (239)
31 December 2012 187

Analysis of the deferred tax asset balances 15 as follows
31 December 2012 31 December 2011

£000 £000

Excess of capital allowances over depreciation 57 451
Other timing differences 130 (25)
187 426

Provision has been made for deferred taxation in accordance with FRS 19, Deferred Tax

The Finance Act 2012 enacted a reduction in the rate of corporation tax {0 24% from 1 Apnl 2012 and 23% from 1 Apnl 2013
As a result the Company's deferred tax balances, which were previously prowided at 25%, have been re-measured at the rate

of 23% Ths has resulted 1n a reduction n the net deferred tax asset of £34,000 with £34,000 charged to the profit and loss
account

7 Cash at bank and in hand

31 December 2012 31 December 2011

£000 £000
Cash at bank and in hand 946 2,373

Cash at bank and in hand earns interest at floating rates based on daily bank deposits rates and 1s subject to interest
rate nisk

8 Creditors amounts falling due within one year

31 December 2012 31 December 2011

£000 £000
Bank overdraft 5 3
Trade creditors 167 171
Amounts owed to group undertakings — interest free’ 26 -
Accruals and deferred income 4163 5,358
Corporation tax payable - 257
Group rehef payable 405 722
Other tax and social secunty 561 495
Other creditors 152 75

5,479 7,081

' Amounts owed by group undertakings — interest free largely relates to external payments made by LHR Airports Limited under the $5A on behalf of the
Company which will be settled in due course
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Heathrow Express Operating Company Limited

Notes to the financial statements for the year ended 31 December 2012 continued

9 Provisions for labihities and charges

Pension costs

£'000
1 January 2012 66
Movement in pensions 184
31 December 2012 250

Pension costs

The closing provision 1s the share of the net defiet of the LHR Aurporis Limited defined benefit pension scheme,
Unfunded Retirement Benefit Scheme and Post-Retirement Medical Benefits pension related habilities allocated to the
Company

At 31 December 2012, £201,000 represents the share of the LHR Airports Limited defined benefit pension scheme deficit
(2011 surplus of £100,000 classified in Debtors — Amounts owed to group undertakings — pensions) The remaining
£49,000 (2011 £66,000) 1s held for histoncal accumulated past service pension costs borne by LHR Airports Limited in
relation to Unfunded Retirement Benefit Scheme and Post-Retirement Medical Benefits pension related habilittes The
movement in the year 1s mainly due to the LHR Airports Limited defined benefit pension scheme mowving from a surplus
to a deficit position

10 Called up share capital

£
Authorised
At 1 January 2012 and 31 December 2012
100 ordinary shares of £1 each 100
Called up, allotted and fully paid
At 1 January 2012 and 31 December 2012
2 ordinary shares of £1 each 2
11 Reserves
Profit and
loss reserve
£000
1 January 2012 17,123
Profit for the financial year 4 559
31 December 2012 21,682
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Heathrow Express Operating Company Limited

Notes to the financial statements for the year ended 31 December 2012 continued

12 Commitments and contingent habihties

Commuitments under operating leases

At 31 December 2012, the Company was committed 1o making the following payments dunng the next year in respect of
operating leases

31 December 2012 31 December 2011

Land & builldings Other leases Land & builldings Other leases
£'000 £'000 £'000 £000

Leases which expire
within one year - 35 - 5
within two to five years 285 35 - 35
after five years 199 7,991 457 7,894
484 8,061 457 7,934

Contingent habiities

The Company, together with Heathrow Airport Limited, Heathrow (SP) Limited and Heathrow (AH) Limited (formerly BAA
(AH) Limited), together the 'Obligors’, has granted secunty over their assels to secure therr obligations to the Borrower
Secured Creditors under therr financing agreements Each Obligor has also provided a guarantee in respedt of the obligations
of the other Obhgors

The Company, together with Heathrow Airport Limited, have provided a guarantee in favour of The Royal Bank of Scotland
plc as Borrower Account Bank in respect of the habiliies of those companies under the Borrower Account Bank Agreement

13 Ultimate parent undertaking
The immediate parent undertaking 1s Heathrow Airport Limited, a company registered m England and Wales

The ultimate parent entity 1s FGP Topco Limited, which 1s the parent undertaking of the largest group to consoldate
these financial statements The shareholders of FGP Topco Limited are Hubco Netherlands BV (33 65%) (an indirect
subsidiary of Ferrowial, S A, Spam}, Qatar Holding Aviation (20 00%} {a wholly owned subsidiary of Qatar Holding LLC),
Caisse de depdt et placement du Quebec (13 29%), Baker Street Investment Pte Ltd (11 88%) (an investment vehicle of
the Government of Singapore investment Corporation), Alinda Airports UK L P and Alinda Awports LP (11 18%)
(investment vehicles managed by Alinda Capital Partners) and Stable Investment Corporation (10 00%) (an investment
vehicle of the China Investment Corporation)

The Company's results are atso included in the audited consolidated financial statements of Heathrow (SP) Limited for
the year ended 31 December 2012, which 1s the smallest group to consolidate these financial statements They are also
mcluded in the audited consohdated financial statements of Heathrow Finance plc, Heathrow Airport Holdings Limited
and FGP Topco Limited for the year ended 31 December 2012

Copies of the financial statements of FGP Topco Limited, Heathrow Airport Holdings Lirmited, Heathrow Finance plc and

Heathrow (SP) Limited may be obtained by wrniting to the Company Secretanal Department at The Compass Centre,
Nelson Road, Hounslow, Middlesex, TW6G 2GW
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